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AUG 2 9 1989 

Dear Applicant: i 
We have considered your applicatjqn for recognition of 

exemption from federal income tax undtr section 501(c)(3) of 
the Internal Revenue Code. 

i 
The information submitted indicates that you were 

incorporated as a non-profit corporation on *****************, 
for the purpose of prcviding medical care and benefits to low 
income individuals and to conduct studies on the health 
problems of low income persons under the age of 21. your: 
Articles of Incorporation provide that you are organized [ excl~ sively for section 501 (c) (3) purposes. 1 

The ******************* program is required to maintain a 
medical. facility to provide participants with basic clinical 
services and to refer patients to specialists when necessary. 
********** corporation currently has a contract with the ****** 
************. to provide medical services to the participants 
of the Job Corps program. ************************, a for- 
profit corporation, is owned **9 by **************** who is one 
of ycur directors. ************************ offers medical, 
psychological and psychiatric Services. 

Four by-laws provide that the corporation shall have** 
directors. Directors may receive compensation for expenses 
incurred in attending Directors meetings and in performance of 
their regular duties for the corporation. The by-laws provide 
that not more than **% of the persons serving on the Board may 
be "interested persons." *************** currently receives 
$****** annual compensation from you. I 

You intend to use the Job Corp facilities to provide ; 
expanded medical and psychological services to the participants 
of the Job Corps program. Your program would include referring 
participants to speci fists. at ,.the*********************** or' to % .  4 .  4 
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other medical professionals as the situations indicates. 'iou 
also plan a research project concerning why Job Corps 
participants fail to keep subsidized off-site nedical 
appointments. The focus on the research will be on the clinic 
from which they were referred and on the patients themselves. 

You state that the initial contact with new patients will 
be made with you. You will refer all services required under 
the Jobs Corps program to ********************. You will 
provide services for which the Jobs Corps contract will not 
provide compensation to ********************. f: 

Section 501(c)(3) of the Code states that no part of the 
net earnings may inure to the benefit of any private 
shareholder or individual. 

Section 1.501(~)(3)-l(a) of the Income Tax Regulations 
states, in part, that if an organization fails to meet either 
the organizational test or the operational test, it is not 
exempt. 

i 
Section 1.501(~)(3)-l(b)(4) of the regulations states, in 

part, that an organization is not organized exclusively for 
exempt purposes unless its activities are dedicated to an 
exempt purpose. 

Section 1.501 (c) (3) -1 (d) (1) (ii) of the regulations state 
that an organization is not organized or operated exclusively 
for one or more exempt purposes unless it serves a public 
rather than a private interest. Thus, it is necessary for an 
organization to establish that it is not organized, or operated 
for the benefit of private interest such as designated 
individuals, the creator or his family, shareholders of the 
organization, or persons controlled, directly or indirectly, by 
such private interest. 

i 

Rev. Rul. 81-94, 1981-1 C.B. 330, held that a nonprofit 
corporation that operates to serve the private interest of a 
designated individual is not operated exclusively for 
religious or char.":able purposes. Therefore, it does not 
qualify for exemption from federal income tax under section 
501 (c) (3) of the Code. 

?: 

F. : -. Rul. 69-266, 1969-1 C.B. 151, provides that an 
organization formed and controlled by a doctor of medicine, 
"hired" to conduct research programs consisting of edamining 
and treating patients who are charged the prevailingsfees for 
services rendered, is not exempt under section 501(c)(3) of the 

$ 



* * * * * * * * *  ***** *****  * * * * * * *   

Code. 1 
a Under t!'.e f a c t s  d e s c r i b e d  *****  *** * * * e  t h e  p r i v a t e  J 

i n t e r e s t s  o f  * * * **********  . * * * **********   n o t  o n l y  3 

r e c e i v e s  a  s a l a 3 . y  from you f o r  p r o v i d i n g  medical  s e r v i c e s ,  b u t  
a l s o  is a n  e l n ~ l o y a e  and owner of  a  f o r - p r o f i t  c o r p o r a t i o n  
p r o v i d i n g  medical  s e r v i c e s  t o  t h e  same i n d i v i d u a l s .  I n  
a d d i t i o n ,  you i n t e n d  t o  r e f e r  p a t i e n t s  t o  t h e  f o r - p r o f i t  
c o r p o r a t i o n  owned by * * * **********  . 

r 
* * * *  you a r e  o p e r a t i n g  f o r  t h e  p r i v a t e  b e n e f i t  of  * * * 

**********  , you canno t  q u a l i f y  f o r  exemption under  s e c t i o n  . 
501 (c)  ( 3 )  o f  t h e  Cocle. i 

Accordingly ,  we have concluded t h a t  you a r e  n e i t h e r  
i 

o r g a n i z e d  n o r  o p e r a t e d  e x c l u s i v e l y  f o r  exempt purposes  and are 
n o t  e n t i t l e d  t o  exemption rlnder s e c t l o n  5 0 1 ( c ) ( 3 )  o f  t h e  Code. 

Donors may n o t  deduc t  c o n t r i b u t i o n s  t o  you under  s e c t i o n  
170 o f  t h e  Code. You a r e  r e q u i r e d  t o  f i l e  f e d e r a l  income t a x  
r e t u r n s .  1 

< 
You have t h e  r i g h t  t o  p r o t e s t  t h i s  r u l i n g  i f  you b e l i e v e  

it is i n c o r r e c t .  To p r o t e s t ,  you shou ld  submit  a  s t a t e m e n t  o f  
your  v iews,  w i t h  a  f u l l  e x p l a n a t i o n  o f  your reason ing .  T h i s .  
s t a t e m e n t ,  s i g n e d  by one o f  your  o f f i c e r s ,  must b e  submi t t ed '  
w i t h i n  30 days  from t h e  d a t e  of  t h i s  l e t t e r .  You a l s o  have t h e  
r i g h t  t o  a  c o n f e r e n c e  i n  t h i s  o f f i c e  a f t e r  your  s t a t e m e n t  is" 
s u b m i t t e d .  You must r e q u e s t  t h e  c o n f e r e n c e ,  i f  you want one, 
when you f i l e  your  p r o t e s t  s t a t e m e n t .  I f  you a r e  t o  be  3 
r e p r e s e n t e d  by someone who is n o t  one of  your o f f i c e r s ,  t h a t  
p e r s o n  w i l l  need t o  f i l e  a  p r o p e r  power o f  a t t o r n e y  and 
o t h e r w i s e  q u a l i f y  under  o u r  Conference and P r a c t i c e s  

I f  you d o  n o t  p r o t e s t  t h i s  proposed r u l i n g  i n  a t i m e l y  8 
manner, it w i l l  b e  c o n s i d e r e d  by t h e  I n t e r n a l  Revenue S e r v i c e  
as  a  f a i l u r e  t o  e x h a u s t  a v a i l a b l e  a d m i n i s t r a t i v e  remedies .  $ 
S e c t i o n  7 4 2 8 ( b ) ( 2 )  o f  t h e  Code p r o v i d e s ,  i n  p a r t ,  t h a t  a  i 
d e c l a r a t o r y  judgment o r  d e c r e e  under  t h i s  s e c t i o n  s h a l l  n o t  be 
i s s u e d  i n  any p roceed ing  u n l e s s  t h e  Tax Cour t ,  t h e  C l a i m s  
Cour t ,  o r  t h e  District  Cour t  of  t h e  Uni ted  S t a t e s  f o r  t h e  
Distr ict  o f  Columbia de te rmines  t h a t  t h e  o r g a n i z a t i o n  invo lved  
h a s  exhaus ted  a d m i n i s t r a t i v e  remedies  a v a i l a b l e  t o  it w i t h i n 5  
t h e  I n t e r n a l  Revenue S e r v i c e .  1 

i I f  w e  do n o t  h e a r  from you w i t h i n  30 days ,  t h i s  r u l i n g  : 
w i l l  become f i n a l  and c o p i e s  w i l l  be  forwarded t o  your  key 
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* * * * * * * * *  ***** *****  * * * * * * *   

D i s t r i c t  D i r ec to r .  T h e r e a f t e r ,  any ques t i ons  about  your 
f e d e r a l  income t a x  s t a t u s  should be addressed t o  t h a t  o f f i c e .  
The a p p r o p r i a t e  S t a t e  o f f i c i a l s  w i l l  be n o t i f i e d  o f  t h i s  a c t i o n  
i n  accordance wi th  s e c t i o *  6104(c) of  t h e  Code. 

i 
s i n c e r e l y  yours,: 

I 
(Sfmedl ***** *** * * * * *  4  

*****  ** *****   
Chief ,  Exempt Organiza t ions  

Rul ings  Branch 2 

bcc: ***  *** ******* 
****  *** *****  

bcc: S t a t e  O f f i c i a l s ,  * * * * * * * *  

bcc: * * * ********* ***  ****** 
*** ********* * * * *  * * * *  
*** *****  *** *********** 

lnniator Rsviewer 
i5.J. *********** * * * * * * * * * * * ~ - Y  

FCI? i337 A ,.??v I? 80, C c r l e ~ ~ n I e n ~ r  bpprwvnf ant C1earnnc.e r)epa6?8npn( nf :kt? rrensirryilrtnrl.al R~;entre Ser\lce 

Reviewer 
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R ~ v i e w e ~ ~  Reviewer Rev;swer 
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